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HOW FREE SILVER WOULD AFFECT US. 
BY THE HON. EDWARD O. LEECH, LATE DIRECTOR OF THE MINT. 

It is important to understand clearly and exactly what the 
free coinage of silver under present conditions means. It may be 
defined as the right of anyone to deposit silver of any kind at a 

mint of the United States, and have every 371J grains of pure silver 

(now worth in its uncoined state about 52 cents) stamped, free 
of charge, 

" One Dollar," which dollar shall be a full legal-tender 
at its face value in the payment of debts and obligations of all 

kinds, public and private, in the United States. 

(1) Such an act at this time would savor of national dis 

honesty. At the present value of silver one of our legal-tender 
dollars will purchase 716 grains of pure silver, nearly double the 
amount contained in a silver dollar. From the foundation of the 

government the effort of our fathers has been to establish a coin 

age ratio approximating as nearly as possible the commercial value 
of the precious metals. The first coinage act (1792) authorized 
the mintage of gold and silver coins at the proportion of 1 of 

gold to 15 of silver, which was believed to be about the com 

mercial value of the metals at that period. Gold being under 
valued slightly, gold coins did not enter into circulation, and sil 
ver constituted the currency of the country. To remedy this in 
1834-37 the ratio was fixed at about 1 to 16 (exactly 1 to 15.98) 

which was believed to correspond more nearly to the commercial 
value of the two metals. The effort was always to approximate 
the commercial value of the two metals. 

Hamilton, in his Justly celebrated report on " The Establish 
ment of a Mint," says : " There can hardly be a better rule in 

any country for the legal than the market proportion." 
Jefferson said : " Just principles will lead us to disregard 

legal proportions altogether ; to inquire into the market price of 
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gold in the several countries with which we shall principally be 
connected in commerce and to take an average from them. The 

proportion between the values of gold and silver is a mercantile 

problem altogether." 
It remained for these latter days to seriously suggest to the 

American people the unlimited mintage of coins of full-debt 

paying power, worth intrinsically about one half the face value. 
In point of honesty there is no practical difference between 

stamping and issuing a coin with full debt-paying qualities as $1, 
which is really worth only 50 cents, and cutting a dollar in half 

and requiring everyone to accept the half as a dollar. No country 
can thrive by dishonesty and of all forms of national dishonesty 
the clipped or overvalued coin is the most ancient and most ob 

jectionable. 
(2) The inevitable result of the unrestricted coinage of silver 

by this country acting in monetary isolation would be to place 
our currency on a silver basis. This is recognized and admitted 
now by leading advocates of silver coinage. A distinguished 

United States Senator, a leader in the silver movement, speaking 
from his place in the Senate during the late currency debate, said : 
" We are threatened that if the present currency laws remain 

unchanged the country will soon be upon ? silver basis. Perhaps 
that is true. I am somewhat inclined to think it is. This pros 

pect, however, has no terrors for the silver advocates. They are 

contending for both gold and silver, but if forced to choose be 
tween the two would greatly prefer silver." Heretofore the advo 
cates of silver coinage have insisted that the moment the mints 
were open to the free coinage of silver the unlimited demand 

would ipso facto maintain the parity at the coinage ratio. Now 
we have the frank admission that the free coinage of silver by 
this country means a silver basis for our currency. 

What does a silver basis mean? It means in the first instances 

violent contraction of the currency by the withdrawal of gold 
coins and gold certificates from circulation. The stock of me 

tallic and paper money in the United States is about $2,209,000, 
000, every dollar of which, under our present standard, is as good 
as a gold dollar and practically interchangeable with gold. The 
law makes it the imperative duty of the Secretary of the Treasury 
to " maintain the two metals on a parity with each other 

" 
and 

provides the necessary means to accomplish it, the pledge of the 
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public credit. With free silver coinage the obligation both 

moral and legal upon the government to "maintain the two 

metals on a parity 
" 

would end. The immediate result would be 

the destruction of the parity, the separation of our currency be 

tween gold and silver, and the withdrawal of $676,000,000 of 

gold from circulation and use as money. This enormous con 

traction of the money which is the basis of our currency system 
would unsettle business, impair credits, destroy values, and pro 
duce the most tremendous financial disturbance which this coun 

try has ever witnessed. 
After the first shock, the effects of which no man can fully fore 

see, when values had adjusted themselves to existing conditions, 
a silver basis means that the paying power of our money in for 

eign exchanges would be depreciated to the commercial value of 

the silver in our dollars, whatever that may be. We have a per 
fect illustration close at hand in our near neighbor, Mexico, of a 

country on a settled silver basis, with unrestricted gold and sil 
ver coinage. The Mexican dollar, although it contains more sil 
ver than our dollar, has a purchasing power in foreign exchanges 

equal only to its commercial value as bullion. The same is true 

of the currency of every country which is on a silver basis. 

TJiere is no country in the world to-day where silver is minted 

into legal-tender coins where gold circulates as money. The 

commercial relations between European countries and our own are 

more intimate to-day than were the relations between the states 

of the Union prior to the Civil War. All Europe has practically 
the gold standard, and all international exchanges, whether with 

gold-standard or silver-standard countries, are settled on a gold 
basis. The great bulk of the foreign commerce of the United 

States is with countries having the gold standard. During the 

last fiscal year we exported to Europe merchandise of the value 

of $700,000,000, while we imported from the same countries 

merchandise of the value of $295,000,000. Between countries 

which use the same metal as money there is a par of exchange which 

varies only within well defined limits, regulated by the balance 

of trade. Between countries which use different metals as a 

measure of value there is at present no natural par because of the 

fluctuations in the commercial value of silver. Stability in the 

rates of exchange is of the very essence of commercial transac 

tions, especially commercial transactions based on credit. With 
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out this there is necessarily an uncertainty which it is impossible 
to eliminate and which complicates and deters business transac 
tions. In this lies the permanent evil of a silver basis for our 

money?the uncertainty and fluctuations in the value of our cur 

rency as measured by the world's standard?gold. What the 

purchasing power of our currency in domestic transactions would 

be., would depend upon conditions which no one can foresee or 

accurately forecast. 

(3) If the mints of this country were open, under present 
conditions, to the unlimited coinage of silver into legal dollars, 
the United States would quickly become the dumping ground of 
the world's silver. The mints of Europe and India are closed to 
silver coinage. Aside from the mints oh Mexico, Japan and a 

few South American countries, the stamp of whose mint adds 

nothing to the value of the coins, there is no actual demand for 
silver for coinage into full legal-tender money by civilized coun 
tries. Is it conceivable that the invitation to the owners of silver 

throughout the world to exchange 371J grains of silver, now 
worth fifty-two cents, for one of our legal-tender dollars would 
not be heeded? If our mints should be open to the free coinage 
of silver, the current product of silver would most certainly and 

swiftly find its way there. The annual product of silver at the 

present price, sixty-seven cents an ounce, approximates 162,000,000 

ounces, which would coin in silver dollars $209,000,000, a snug 
little profit to the owners of silver mines of over $100,000,000 on 
the present annual product only. If a price of sixty-seven cents 
an ounce brings forth a product of the coinage value of $209, 
000,000, it is safe to say that with silver at $1.29 an ounce (our 
coinage rate) the output would be enormously increased. Mexico, 
South America, and many portions of this continent and Aus 
tralia abound with deposits of low grade lead ores in which silver 
is the metal of chief value, which ores cannot be profitably de 
silverized at the present commercial value of silver, but which 

would be opened up and their silver contents dumped into the 

treasury of the United States, with silver at $1.29 an ounce. But 
what of European stocks of silver? Gold is the standard of all 

Europe. Whether they are bimetallic in theory or monometallic, 
gold alone constitutes the measure of values in all continental 
countries. Many of the European countries have in their banks 
and treasuries large hoards of overvalued silver coins, coined in 
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former years, which they would be glad to exchange for our gold. 
The Bank of France alone has in its vaults $250,000,000 of over 

valued silver coins. If the gold value of our legal-tender money 
remained undisturbed, the passage of a free coinage act by the 

United States would afford a splendid opportunity for such an 

exchange. 

If our mints should be open to the free coinage of silver under 

existing conditions, the stocks of silver would move to this 

country solely because they could be converted, at the highest 
market price, into our legal-tender money, which, in turn, could 

be converted into gold at par; but the moment our currency 
reached a silver basis, when our legal-tender paper-money could 

be exchanged only for silver dollars, the profit to the foreign 
silver owner for the interchange of his silver for our gold would 
cease and silver would be imported only as an exchange transac 

tion, just as gold is now. 

(4) If we should exchange our stock of gold for a stock of 

silver, cut loose from the standard of all the great commercial 
countries with whom we do business, and ally ourselves to 

Asiatic and South American monetary systems, what would 
we gain ? One of two things would most certainly occur ; 
either our gold would be hoarded by banks, trust companies 
and individuals, or else would go abroad to pay for the silver 

shipped here for sale. In either case our currency would be 

depreciated and fluctuating in value to the embarrassment of 
business and the ultimate injury of the wage earner. The 
basis of our currency would be changed from gold to silver, 
but whether the increase in the volume of money?the panacea 
for all our industrial ills promised by free silver advocates?would 

be considerable, or the price of silver be permanently increased, 
is open to serious doubt. Just as long as it was profitable to ship 
silver to the United States?that is, just as long as it would bring 
a higher price here than elsewhere?silver would come, but it 

would not come when the shipment ceased to be profitable. If 

silver ceased to come here because it was not profitable to ship it 

and receive payment in dollars whose purchasing power was 

only equal to the commercial value of the metal contained 
in them, where would be the gain in the volume of our cur 

rency ? 

(5) It is said that the decline in prices which has occurred 
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during the last twenty years, has been occasioned by the disuse 
of silver as money, and that if this country should resume the use 

of silver the value of all products would be increased and our pro 
ducers benefited. The decline in the prices of staples could not 

have arisen from any scarcity of metallic money, for the reason 
that there is nearly double the amount of metallic money in use 

in the world to-day that there was in 1860,?the official esti 
mates of the coin stocks being $3,400,000,000 in 1860, against 
$8,021,000,000 in 1894 (Report of Director of the Mint, 1894, 

pages 44,45). Nor could it have arisen from any disuse of silver 

money, for the reason that there is more silver money in use in 

the world now than the entire stock of metallic money in 1860,? 
the figures for silver money being $4,055,000,000 in 1894, against 
a total metallic stock in 1860 of $3,400,000,000. 

In our own country, where prices have declined as much as 

elsewhere, it is a fact shown by Treasury statements that we Lot 

only have more money in actual circulation than ever before, net 

excepting the flush times of the War, but vastly more silver 

money. The circulation of the United States, exclusive of all 

Treasury holdings, was on June 1,1895, $1,606,000,000, of which 

$550,000,000 was silver money. The per capita circulation was 

$23.02 against $18.04 in 1873, and $20.57 in 1865, the highest 

period of war inflation. Indeed, there is no country where the 
amount of actual money has diminished in recent years, but on 

the contrary, in addition to an increased stock of metallic and 

paper money the effort of civilization and one of its most bene 
ficial results, developed largely during the last twenty years, has 

been to minimize the use of actual money by providing substi 

tutes in the shape of checks, drafts, bills of exchange, telegraphic 
transfers and Clearing-House settlements. In proof of this may 
be cited the fact, shown by the the report of the Comptroller of 
the Currency, that over 95 per cent, of the business of the banks 

of this country is done by substitutes for money. 
Moreover, all the silver produced since 1873, except what is 

used in the industrial arts, has been converted into money either 

by actual coinage or the issue of legal-tender notes against the 

bullion held as reserve. This product has been enormous as com 

pared with prior periods, the period of high prices. The product 
of silver during, the last twenty years has aggregated over $2,400, 
000,000 in coining value while during the preceding twenty years 
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it was only $948,000,000. The coinage of silver for the last twen 

ty years has aggregated $2,300,000,000. 
So that it is not true that the money of ultimate redemption, 

either gold or silver, has diminished since 1873, and consequently 
the argument based upon this mis-statement falls with it. 

It is impossible in the space allotted me to enter upon the 

question of the decline of prices, but it is sufficient to say that 
there is not one of the great staple commodities which has fallen 
largely in price where such decline cannot be readily traced to cir 
cumstances affecting the demand and the supply of the article 

itself. 
Undoubtedly it might be possible, by making a dollar worth 

fifty cents, to bring about ? condition of monetary affairs when it 
would take two dollars to buy what one will now purchase; but 
a more certain and expeditious way to depreciate the currency, if 
that is the aim, would be to start the government paper mills 

going and issue paper dollars. If prices are to be increased through 
the depreciation of the purchasing agent?money, it certainly 

would not be an unmixed blessing? Unless wages increased in 

the same proportion as other commodities, it is evident that the 

wage earner would not be benefited. As shown by the report 
of the Senate Finance Committee wages averaged over thirty per 
cent, higher in 1891 than in 1860. According to the census of 

1890, the earnings of labor increased over forty per cent, as com 

pared with the prior census?a period of ten years. If, therefore, 
the staple necessities of life have fallen largely in price in recent 

years, an immense advantage has been reaped by the wage earner. 

There never has been a period when the money paid the laboring 
man in this country would buy as much of the necessities of life 
as to-day. The greatest calamity which could possibly happen 
to him would be to double the price of the commodities which 

he must use by depreciating the value of the dollar in which he is 

paid. All persons living on fixed incomes would suffer severely. 
The deposits in the Savings Banks of the United States, owned 

by the laboring men and women, aggregate $1,800,000,000. 
These deposits have been made in money or bankable funds of the 

present standard of value and to day are payable in money inter 

convertible with gold. Under free silver coinage every dollar of 

these deposits and the deposits in all the commercial banks of the 

country, aggregating the enormous sum of $4,000,000,000, could 



HOW FREE SILVER WOULD AFFECT US. 41 

be paid and would be paid in legal dollars of about one-half the 

present purchasing value of the dollar. The value of every insur 
ance policy and every pension would, in the same way, be cur 

tailed one-half. 

Undoubtedly it would be of advantage to the debtor classes to 
be able to pay their debts in a depreciated currency, but this 
would be manifestly unfair, for the reason that all contracts 
entered into in this country since 1834 (when our currency was 

practically and purposely changed to a gold basis), certainly since 

1873, when gold was legally made the unit of value, are fairly 
payable in money of our present standard, and as they constitute 
the bulk of existing contracts it would be manifestly dishonest 
that they should be liquidated at half their present value. 

Behold the countries with free silver coinage, or the silver 

standard?Mexico, South America and Asia?and see the rates of 

wages there compared with wages in countries that have the gold 
standard ; see the " 

Prosperity and Happiness (?) 
" 

there among 
the laboring classes compared with the wage earners of Europe 
and the United States, and surely no more practical and complete 
refutation of the theory that a silver currency would benefit our 
laborers and producers could possibly be adduced. 

The memorable words of the lamented Secretary Windom 
uttered with dying lips before the New York Board of Trade and 

Transportation are pregnant with truth : 
" 

The quality of circulation is even more important than the quantity. 
Numerous devices for enlarging credit may, and often do, avert the evils of 
a deficient circulation, and a redundancy may sometimes modify its own 

evils before their results become universal, but for the baleful effects of a 

debased and fluctuating currency there is no remedy, except by the costly 
and difficult return to sound money. As poison in the blood permeates 

arteries, veins, nerves, brains and heart, and speedily brings paralysis or 

death, so does a debased and fluctuating currency permeate all the arteries 
of trade, paralyze all kinds of business and bring disaster to all classes of 

people." 

The nation that undertakes to conduct its business with money 
of uncertain value is at a great disadvantage. In order to merit 
the confidence of the world and maintain our credit and reputa 
tation as a country of the first class we must maintain our money 

system above all question, with all our currency redeemable on 

demand in the money which civilized countries have decided to 
do business with,?gold. 

Only within a few months have we seen the threatening con 
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dition of affairs brought about by the doubt of the ability of the 

government to meet its obligations in gold on demand. The re 

moval of that doubt through the successful financiering of the 

Treasury by the existing Bond Syndicate has given such relief 
to currency conditions as to impart confidence to business 

which portends better times. Free silver coinage would replace 
the doubt of our ability to maintain gold payments by the cer 

tainty that we did not intend to. It would be a national disgrace 
as well as a national misfortune, which the people of this country 
will never submit to, to debase the money of this proud and pros 

perous republic to the standard of Mexico, South America and 
Asiatic countries. 

Edward Owen Leech. 
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